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E. O. 11652: GDS 
TAGS: EFIN 

SUBJECT: RECIPROCAL INCOME TAX EXEMPTION OF SHIP AND 
AIR LINES 

REF: SANTIAGO 4611 

WE REGRET NEGATIVE RECOMMENDATION OF CIRS REPORT BUT 
DO NOT ADVISE ACTIVE ROLE FOR EMBASSY IN PUSHING FOR 
EXEMPTION. THE CASE FOR A RECIPROCAL EXEMPTION HAS BEEN 
MADE TO GOC AND REPRESENTATIVES OF LAN AND BRANIFF CAN 
BEST PURSUE IT AT THIS TIME. 

F. Y.I. IRS IS AUDITING THE LAN-CHILE OPERATIONS IN THE 
U.S. BUT HAS MADE NO DETERMINATIONS. DEPENDING ON THE 
OUTCOME, THE CHILEAN POSITION MAY CHANGE. IN THIS CONNEC- 
TION, EMBASSY SHOULD BE AWARE THAT UNDER LONG STANDING 
TREASURY POLICY A RECIPROCAL EXEMPTION AGREEMENT WOULD 
EXEMPT LAN FROM FUTURE U.S. INCOME TAXES (INCLUDING CURRENT 
YEAR) BUT WOULD NOT APPLY RETROACTIVELY. END F.Y.I. 
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